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IN THE MATTER OF THE APPLICATION OF 
CHAPARRAL CITY WATER COMPANY 
FOR AUTHORITY TO IMPLEMENT A 
SYSTEM IMPROVEMENT BENEFITS 
SURCHARGE 

co 

DOCKET NO. W-02 1 13A- 13-0 1 18 

DECISION NOS. 74568 & 74585 & 74860 

APPLICATION FOR AUTHORITY TO 
IMPLEMENT A SYSTEM 

IMPROVEMENT BENEFITS 
SURCHARGE 

IMISSIO 

~- 

BEFORE THE ARIZONA CORPORATION COivuviiuulwly 

SUSAN BITTER SMITH, C h a i r m  33,,5 
BOB STUMP L 

BOB E . -  

DOUG 

Chaparral City Water Company (the “Company”) hereby requests that the Arizona 

Corporation Commission (“Commission”) approve the Company’s implementation of a 

surcharge under the system improvement benefits (“SIB”) mechanism pursuant to the provisions 

3f Decision Nos. 74568 (June 20,2014), 74585 (July 30,2014) and 74860 (December 18,2014). 

I. BACKGROUND 

On April 26,2013, the Company filed an application seeking adjustments to the rates and 

:harges for utility service furnished by the Company and, among other things, the approval of a 

SIB. On June 20, 2014, the Commission issued Decision No. 74568 authorizing the SIB 

nechanism. 

11. SIB MECHANISM 

Decision No. 74860, which approved the Company’s POA, requires the Company to file 

he following information with each SIB surcharge request: 

1. SIB Plant Table I1 (with supporting information and documentation), showing the 

SIB eligible projects completed for which the Company seeks cost recovery. Such 

projects must: 
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2. 

3. 

4. 

5. 

6. 

I I71 705-1 

a. Be projects listed in the SIB Plant Table I. 

b. Have been completed by the Company. 

c. Have been verified. 

d. Be actually serving customers. 

A summary of Commission approved SIB-eligible projects contemplated for the next 

twelve (12)-month SIB surcharge period from SIB Plant Table I from Decision No. 

74568 to allow the Commission to establish the latest SIB Plant Table I. 

SIB Schedule A showing a calculation of the SIB revenue requirement and SIB 

revenue requirement efficiency credit, SIB authorized revenue, gross SIB surcharge, 

SIB surcharge efficiency credit, and the SIB surcharge. Schedule A shall be 

supported by revenue requirements schedules supporting the revenue requirements in 

Decision No. 74568 and the pro-forma revenue requirements including the effects of 

SIB Eligible Plant. 

Schedule B showing the overall SIB true-up adjustment calculation for the prior 

twelve-month SIB surcharge period, as well as the individual SIB true-up adjustments 

for each meter size. 

SIB Schedule C showing the effect of the SIB surcharge on a typical residential 

customer bill for both the median and average usage. 

SIB Schedule D which shall include an analysis of the impact of completed SIB 

eligible plant projects on the fair value rate base, revenue, and the fair value rate of 

return. The Company shall also file the following as part of SIB D Schedule: 

a. The most current balance sheet at the time of the filing; 

b. The most current income statement; 

c. An earnings test schedule; 

d. A rate review schedule (including the incremental and pro forma effects of the 

proposed increase); 

e. An adjusted rate base schedule; and 
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f. A construction work in progress ledger for each project showing accumulation 

of charges by month and paid contractor invoices including a summary page 

showing the calculation of the SIB eligible rate base and depreciation expense 

net of associated retirements. 

111. 

Pursuant to the requirements of Decision Nos. 74568,74585 and 74860, the Company 

STATUS OF COMPLETED SIB ELIGIBLE PROJECTS 

filed on May 14, 2015, a Status Report of all eligible projects. The purpose of that report was to 

update the Commission Staff on the progress of the SIB projects completed between June 21, 

and December 3 1 , 201 4 as part of the first 12 months of SIB, referred to as SIB Year 1 , which 

dates from June 2 1 , 20 14 through June 20,20 1 5 .  

The Company’s application for a SIB surcharge reflects the capital costs associated with 

its $1,665,554 investment in completed SIB eligible projects reported in the Status Report. 

IV. DETAILS OF THIS FILING 

The Company’s application supports the SIB surcharge to recover the capital costs 

related to $1,665,554 investment in completed SIB eligible projects resulting in an overall 

increase in revenue of $260,113 less a 5% efficiency credit totaling $13,006, or a net increase in 

revenue of $247,107. The Company requests a SIB surcharge of $1.17 per month for a customer 

with a 3/4-inch meter to provide total SIB revenues of $12 1,959. Additionally, the Company’s 

application includes a SIB efficiency credit of ($.06) per month for a customer with a 3/4-inch 

meter to provide total SIB efficiency credit refunds of $6,098. The net increase (SIB surcharge 

minus efficiency credit) for a customer with a 3/4-inch meter under the Company’s request is 

$1.1 1 per month, or $1 15,86 1.  This equates to a 2.44% increase in the average monthly bill for a 

residential customer with a 3/4-inch meter (based on average usage of 7,870 gallons), from 

$45.53 to $46.64. 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

The Company will provide public notice of the Commission’s approval of the SIB 

surcharge in the form of a billing insert or customer letter at least 30 days prior to the surcharge 

going into effect, consistent with the requirements of Decision No. 74568. 

V. SUPPORTING MATERIAL 

In support of its SIB surcharge application, the Company is including, as Exhibits 1 

through 6, the following information required with each SIB surcharge request per Decision No. 

74568. 

EXHIBIT 1 : SIB Plant Table I. listing the SIB eligible projects contemplated for the next 

twelve-month SIB surcharge period. For the SIB eligible projects the Company expects 

to complete in the next twelve-months. 

EXHIBIT 2: SIB Plant Table 11, listing the completed projects comprising the Company’s 

SIB eligible plant investments of $1,665,554 and for which the Company seeks cost 

recovery. 

EXHIBIT 3: The required SIB financial schedules per Decision No. 74568, including: 

SIB Schedule A: Page 1 of Schedule A shows the calculation of the SIB revenue 

requirement of $260,113 line 9) and SIB revenue requirement efficiency credit of 

($13,006) (line 10). Schedule A also shows the individual SIB fixed surcharge 

calculation by meter size, including the gross SIB surcharge of $1.17 (3/4-meter) 

(line 19) and SIB surcharge efficiency credit of ($.06) (3/4-meter) (line 19). 

EXHIBIT 4 

SIB Schedule B: Page 1 of Schedule B shows the overall SIB revenue true-up 

calculation for the prior twelve-month SIB surcharge period of $0.00 (line 3). 

EXHIBIT 5 
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SIB Schedule C: Page 1 of Schedule C shows the effect of the SIB surcharge on a 

typical bill for a residential customer with a 3/4-meter. 

EXHIBIT 6 

SIB Schedule D: Schedule D shows an analysis of the impact of the Company’s 

SIB eligible investment completed to date as well as the Company’s requested 

SIB surcharge, on the fair value rate base, revenue, and rate of return reflected in 

Decision No. 74568. 

Part (a) of Schedule D is the Company’s balance sheet as of June 30, 

2015. 

Part (b) of Schedule D is the Company’s Income Statement for the 12 

months ended June 30,2015. 

Part (c) of Schedule D is an earnings test schedule for the 12 months 

ending June 30,2015. 

Part (d) of Schedule D is a rate review schedule showing the pro forma 

effect of the SIB eligible investments completed, as well as the 

Company’s requested SIB surcharge, on the Company’s rate of return for 

the 12 months ending June 30,2015. 

Part (e) of Schedule D is an adjusted rate base schedule as of June 30, 

2015. 

Part (f) of Schedule D shows the CWIP ledger for each SIB eligible 

projects completed. The last page of the CWIP ledger (page 3 of 

Schedule D part f) shows a summary of the completed SIB eligible 

projects. 

) I71 705-1 
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Additionally, the Company will provide, under separate cover to Staff and RUCO, the 

listing of individual general charges and copies of contractor invoices for the completed 

SIB eligible projects comprising the Company’s $1,655,554 investment. 

EXHIBIT 8: A sample customer notice to be mailed upon approval of the surcharge by 

the Commission. 

EXHIBIT 9: Proposed tariff revisions. 

VI. COMPANY CONTACT INFORMATION 

The person responsible for overseeing all SIB filings, including responding to all formal 

data requests is Sarah Mahler, the Company’s Rates Manager. Ms. Mahler’s office and mailing 

address is 2355 W. Pinnacle Peak Road, Suite 300, Phoenix, AZ 85027. Ms. Mahler’s telephone 

number is (623) 445-2430 and her email address is smaliler65iepcor.com. 

VII. REQUESTED RELIEF 

The Company’s application for approval to implement a SIB surcharge complies with all 

of the requirements in Decision Nos. 74568, 74585 and 74860. Pursuant to these decisions, Staff 

and RUCO shall have thirty (30) days from the date a SIB surcharge filing is made by the 

Company to review the amount of the SIB surcharge or SIB true-up surcharge or credit, and 

dispute and/or file a request for the Commission to alter the SIB surcharge or SIB true-up 

surcharge/credit. If no objection is filed to the Company’s request within the thirty-day 

timeframe, the request shall be placed on an open meeting agenda at the earliest practical date. 

Accordingly, the Company requests that in the event Staff and RUCO, after reviewing the 

Company’s application, do not dispute or file a request for the Commission to alter the 

Company’s requested surcharge within thirty days, Exhibit D be placed on an open meeting 

agenda at the earliest practical date. 

6 I71 705-1 
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RESPECTFULLY SUBMITTED on July 10,201 5. 

- 
Sarah Mahler 
Rates Manager 
EPCOR Water Arizona Inc. 
2355 W. Pinnacle Peak Rd, Suite 300 
Phoenix, AZ 85027 

3riginal and 13 copies filed 
)n July 10, 20 15, with: 

locket Control 
4rizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 

Clopies of the foregoing emailed/delivered on July 10,20 15 to: 

Steven M. Olea, Director Utilities Division 
4RIZONA CORPORATION COMMISSION 
1200 W. Washington St. Phoenix, AZ 85007 

Janice Alward, Chief Counsel 
Bridget Humphrey, Staff Attorney 
Matthew Laudone, Staff Attorney Legal Division 
ARIZONA CORPORATION COMMISSION 
1200 West Washington Street 
Phoenix, AZ 85007 

61 71 705-1 
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Thomas H. Campbell 
Michael T. Hallam 
LEWIS ROCA ROTHGERBER, LLC 
201 E. Washington Street, Suite 1200 
Phoenix, AZ 85004 
Attorneys for Chaparral City Water Company 

Daniel W. Pozefsky, Chief Counsel 
Residential Utility Consumer Office 
11 10 W. Washin ton, Ste. 220 
Phoenix, AZ 85 8 07 

Andrew J. McGuire 
David A. Pennartz 
Landon W. Loveland 
GUST ROSENFELD PLC 
One East Washington, Suite 1600 
Phoenix, AZ 85004 
Attorneys for the Town of Fountain 

Lina Bellenir 
16301 East Jacklin Drive 
Fountain Hills, AZ 85268 

Gale Evans Patricia Huffman 
1621 8 E. Palisades Blvd. 
Fountain Hills, AZ 85268 

Leigh M. Oberfeld-Berger 
16623 E. Ashbrook Drive, Unit #2 
Fountain Hills, AZ 85268 

Tracey Holland 
16224 E. Palisades Blvd. 
Fountain Hills, AZ 85268 

Leonora M. Hebenstreit 
16632 E. Ashbrook Drive, Unit A 
Fountain Hills, AZ 85268 

Sarah Mahler 
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Chaparral City Water Company PWS ID No. 07-017 
Docket No. W - 021 13A-13-0118 
Decision No.(s) 74568,74585, 74860, 74938 
Balance Sheet 
As of June 30,2015 

Schedule D part a 
Page 1 of 1 

Line No. 
1 Assets: 
2 
3 Utility Plant 
4 Gross Utility Plant 
5 Accumulated Depreciation 
6 Net Utility Plant 
7 
8 Current Assets 
9 Cash 

10 Accounts Receivable 
11 Materials & Supplies 
12 Other 
13 Total Current Assets 
14 
15 Deferred Debits 
16 
17 
18 Total Assets 
19 
20 Liabilities: 
21 
22 Capitalization 
23 Capital Surplus 
24 Retained Earnings 
25 Common Stock 
26 Common Stock Equlty 
27 
28 Long Term Debt 
29 
30 Total Capitalization 
31 
32 Current Liabilities 
33 Accounts Payable 
34 Accrued Expenses 
35 Other 
36 Total Current Liabilities 
37 
38 Deferred Credits 
39 Advances for Construction 

Chaparral City 
Water 

Company 

$ 74,401,815 
$ (30,346,544) 
$ 44,055,271 

$ 97,023 
$ 1,113,361 
$ 126,983 
$ 306,422 
$ 1,643,789 

$ 3,595,715 

$775 

$ 19,006,566 
$ 4,428,548 
$ 4,603,140 
$ 28,038,254 

$ 3,930,800 

$ 31,969,054 

$ 300,992 
$ 69,615 
$ 2,802,709 
$ 3,173,316 

$ 2,707,561 

$ (1 ;738[966) 
$ 439,658 
$ 14,152,405 

40 Contributions in Aid of Construction $ 12.744.152 
41 Deferred Income Tax 
42 Other 
43 
44 
45 Total Liabilities Plus Equity 
46 
47 SueDortina Schedules 
48 Balance Sheet Chaparra1,xlsx 
49 
50 

F:\Rates\P&GA\ChaparraI\Chaparral - Final SIB tables.xlsx 



Chaparral Clty Water Company PWS ID No. 07-017 
Docket No. W - 02113A-13-0118 
Decision No.@) 74568,74585,74860,74938 
Income Statement 
Twelve Months Ended June 30,2015 

Schedule D part b 
Page 1 of 1 

Line No. 
1 

C h a w r a l  pro Forma Chaparral City 
Water Company - 

Adjusted Water Adjustments Company US 

2 Total Operating Revenue' $ 10,977,952 $ $ 10,977,952 
3 
4 Operating Expenses 
5 Operations 8 Maintenance $ 4,870,070 $ (195,046) {a} $ 4,675,024 
6 Depreciatlon and Amortization $ 2,207,665 $ $ 2,207,665 
7 Taxes Other Than Income $ 236,679 $ $ 236,619 
8 income Taxes 
9 Total Operating Expenses 

$ 1,442,223 $ 76,782 $ 1,519,005 
$ 8,756,577 $ (118,264) $ 8,638,313 

10 
11 Operating income 
12 

$ 415,121 13 Other (Income) and Deductions 415,121 
14 
15 Interest on Long - Term Debt 214,055 $ 214,055 
16 

629,176 $ 629,176 17 Total Other (Income) & Deductions 
18 
19 Net Income 118264 1 , 710,463 1,592,199 - 
20 
21 
22 Total Tax Percentage per Decision 74568 39.37% 39.37% 39.37% 
23 
24 {a} 
25 
26 
27 
28 
29 Smportina Schedules 
30 Income Statement - ChaparraLxlsx 
31 
32 
33 F:\Rates\P&GA\Chaparral\Chaparral - Final SIB tables.xlsx 

Corporate Allocatlon expenses disallowed in Decision Number 74568 total $ 130,618 
Fuel and Power expenses disallowed in Decision Number 74568 total $20,746 
Chemical expenses disallowed in Decision Number 74568 total $4,084 
Purchased Water costs disallowed in Decision Number 74568 total $39,598 

2013 Chaparral Water Sch. A-F FINAL 0RDER.xls 



Chaparral City Water Company PWS ID No. 07-017 
Docket No. W - 02113A-13-0118 
Decision No.@) 74568,74585,74860,74938 
Earnings Test 
Twelve Months Ended June 30,2015 

Schedule D part c 
Page 1 of 1 

Line No. 
1 
2 Operating Revenue 
3 
4 Operatlng Expenses 
5 Operations & Maintenance 
6 Depreciation and Amortization 
7 Taxes Other Than Income 
8 Income Taxes 
9 Total Operating Expenses 

10 
11 Operating Income 
12 
13 Interest Expense 
14 
15 Net income 
16 
17 Original Cost Rate Base 
18 
19 
20 Return on Rate Base 
21 
22 
23 
24 Authorized Rate of Return on Rate Base Decisions No. 74568 
25 
26 
27 
28 
29 F:\Rates\P&GA\ChaparraI\Chaparral - Final SIB tables.xlsx 
30 

[Schedule 0 part e (Rate Base)] 

[Line 11 / Line 171 

Chaparral City 
Water 

Company 

$ 10,977,952 

$ 4,675,024 
$ 2,207,665 
S 236,619 

$ 2,339,639 

$ 214,055 

$ 30,382,668 

7.71% 

6.95% 
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Chaparral City Water Company PWS ID No. 07-017 
Docket No. W -02113A-13.0118 
Declslon No.(s) 74568,74585,74860,74938 
Adjusted Rate Base Schedule 
A5 of June 30.2015 

Schedule D part e 
Page 1 of 1 

Line 

.Pia 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
I 9  
20 
21 
22 
23 
24 
25 
26 

Gross Utility Plant in Service 

Less: Accumulated Depreciation 

Net Utility Piant in Service 

& 
Advances in Aid of Construction 

Contributions in Aid of Construction - Net 

Customer Meter Deposits 

Deferred Income Taxes Credits 

FHSD Settlement 

Investment Tax Credits/Regulatory Liabliltles 

Deferred Debits 
Cash Working Capital (from last rate case) 

Total Rate Base 

Suouortina Scheduieg 

[AI PI [CI [Dl 

Decision 
Increase (Sch Other Activity as of 6/30,201 

Actual Balance SIB Plant 

D part f) 
Number 74568 

$ 70,092,036 

$ (25,316.383) 

$ 44,775,653 

$ 4,008,916 

$ 12,461,921 

$ 1,950 

$ 1,271,696 

$ 449,580 

$ 78,205 
$ 173,135 

$ 28,832,929 

2013 Chaparral Water Sch. A-F FlNAC 0RDER.xls 
Balance Sheet Chaparral.xlsx 

F:\Rates\PBGA\Chaparrsl\Chaparrai - Final SIB tables.xlax 

$ 1,813,152 $ 2,496,827 

(34,517) $ (4,995,644) 

$ 1,778,635 $ (2,499,017) 

$ (1,301,355) 

$ 282,231 

$ 2,050 

$ (3,010,662) 

$ (170,239) 

$ 1.274 
$ 60,871 

$ 1,778,635 $ 1,751,103 

$ 74,401,815 

$ (30,346,544) 

$ 44,055,271 

8 2,707,561 

$ 12,744,162 

$ 4,000 

$ (1,738,966) 

$ 279,341 

$ 79,479 
$ 224,006 

$ 30,362,668 
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PROPOSED ORDER APPROVING 
SIB SURCHARGE 
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BEFORE THE ARIZONA CORPORATION COMMISSION 

COMMISSIONERS 

SUSAN BITTER SMITH, Chairman 
BOB STUMP 
BOB BURNS 
TOM FORESE 
DOUG LITTLE 

IN THE MATTER OF THE APPLICATION OF 
CHAPARRAL CITY WATER COMPANY 
FOR AUTHORITY TO IMPLEMENT A 
SYSTEM IMPROVEMENT BENEFITS 
SURCHARGE 

DOCKETNO. W-02113A-13-0118 

DECISION NOS. 74568 & 74585 & 74860 

ORDER 

Open Meeting 
Date: 
Phoenix, Arizona 

BY THE COMMISSION: 

FINDINGS OF FACT 

Background 

1. On April 26, 2013, Chaparral City Water Company ("the Company" or "CCWC" 

filed with the Arizona Corporation Commission ("Commission") an application requesthi 

adjustments to its rates and charges for utility service provided by the Company. The Companj 

also requested, among other things, approval of a system improvement benefits (''SIB'': 

mechanism. 

2. On June 20, 2014, the Commission issued Decision No. 74568, granting tht 

Company a rate increase and authorized the requested SIB mechanism. 

3. On July 30, 2014, the Commission issued Decision No. 74585, Order Nunc Prc 

Tunc correcting errors in rates in Decision No. 74568. 

4. On December 18, 2014, the Commission issued Decision No. 74860 approvini 

the Company's SIB Plan of Administration. 

5 .  

5 .  Decision No. 74860 requires the Company to file the following information wit1 

each SIB surcharge request: 
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12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

a. 

b. 

C. 

d. 

e. 

f. 

SIB Plant Table I1 (with supporting information and documentation), 

showing the SIB eligible projects completed for which the Company seeks 

cost recovery. Such projects must: 

1. 

2. 

3. Have been verified; and 

4. Be actually serving customers 

A summary of Commission approved SIB-eligible projects contemplated 

for the next twelve (1 2)-month SIB surcharge period from SIB Plant Table 

I from Decision No. 74568 to allow the Commission to establish the latest 

SIB Plant Table I. 

SIB Schedule A showing a calculation of the SIB revenue requirement and 

SIB revenue requirement efficiency credit, SIB authorized revenue, gross 

SIB surcharge, SIB surcharge efficiency credit, and the SIB surcharge. 

Schedule A shall be supported by revenue requirements schedules 

supporting the revenue requirements in Decision No. 74568 and the pro- 

forma revenue requirements including the effects of SIB Eligible Plant. 

Schedule B showing the overall SIB true-up adjustment calculation for the 

prior twelve-month SIB surcharge period, as well as the individual SIB 

true-up adjustments for each meter size. 

SIB Schedule C showing the effect of the SIB surcharge on a typical 

residential customer bill for both the median and average usage. 

SIB Schedule D which shall include an analysis of the impact of 

completed SIB eligible plant projects on the fair value rate base, revenue, 

and the fair value rate of return. The Company shall also file the 

following as part of SIB Schedule D: 

1. 

Be projects listed in the SIB Plant Table I; 

Have been completed by the Company; 

The most current balance sheet at the time of the filing; 
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2. 

3. 

4. 

5 .  

6. 

The most current income statement; 

An earnings test schedule; 

A rate review schedule (including the incremental and pro forma 

effects of the proposed increase); 

An adjusted rate base schedule; and 

A construction work in progress ledger for each project showing 

accumulation of charges by month and paid contractor invoices 

including a summary page showing the calculation of the SIB 

eligible rate base and depreciation expense net of associated 

retirements. 

Chaparral City Water Company’s Current Request 

6. The Company’s application supports the SIB surcharge to recover the capital 

costs related to $1,665,554 investment in completed SIB eligible projects resulting in an overall 

increase in revenue of $260,113 less a 5% efficiency credit totaling $13,006, or a net increase in 

revenue of $247,107. The Company requests a SIB surcharge of $1.17 per month for a customer 

with a 3/4-inch meter to provide total SIB revenues of $121,959. Additionally, the Company’s 

application includes a SIB efficiency credit of ($.O6) per month for a customer with a 3/4-inch 

meter to provide total SIB efficiency credit refunds of $6,098. The net increase (SIB surcharge 

minus efficiency credit) for a customer with a 3/4-inch meter under the Company’s request is 

$1.1 1 per month, or $1 15,86 I .  This equates to a 2.44% increase in the average monthly bill for a 

residential customer with a 3/4-inch meter (based on average usage of 7,870 gallons), from 

$45.53 to $46.64. 

7. Pursuant to Decision No. 74568, the Company’s application includes the 

schedules and information the Commission requires as a condition for approval of a SIB 

surcharge. 
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8. The total revenues produced by the Company's proposed SIB surcharge will no1 

result in a rate of return that exceeds that authorized in Decision No. 74568. 

9. The revenues produced by the Company's proposed SIB surcharge will no1 

exceed five percent of the revenue requirement authorized in Decision No. 74568. 

10. The project costs included in the Company's application are properly supported 

and the proposed SIB surcharge is calculated correctly. 

1 1. 

No. 74860. 

12. 

Notice of the Company's application was provided in accordance with Decision 

All of the proposed SIB eligible projects included in the Company's application 

satisfy the criteria set forth in Decision No. 74568. 

CONCLUSIONS OF LAW 

1. Chaparral City Water Company is a public service corporation within the 

meaning of Article XV of the Arizona Constitution and A.R.S. 80 40-250,40-251 and 40-367. 

2. The Commission has jurisdiction over CCWC and of the subject 

matter of its application. 

3. The SIB mechanism approved in Decision No. 74568 is compliant with 

.he Commission's constitutional requirements, as well as the case law interpreting the 

:ommission's authority and discretion in setting rates. 

4. The Commission, having reviewed CCWC's application dated July 9, 

in the 2015, concludes that the CCWC's request to implement a SIB surcharge is lawful and 

iublic interest. 
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ORDER 

IT IS THEREFORE ORDERED that the application by Chaparral City Water Company 

for the implementation of a SIB surcharge is approved as discussed herein. 

I T  IS FURTHER ORDERED that the SIB surcharge for Chaparral City Water Company 

shall be in accordance with the rates shown on the attached SIB Schedule I. 

IT IS FURTHER ORDERED that Chaparral City Water Company shall notify its 

customers of the SIB surcharge approved herein in the form of a bill insert or customer letter at 

least 30 days prior to the surcharge becoming effective. 

IT IS FURTHER ORDERED that this Decision shall become effective immediately. 

BY ORDER OF THE ARIZONA CORPORATION COMMISSION 

CHAIRMAN COMMISSIONER 

COMMISSIONER COMMISSIONER COMMISSIONER 

IN WITNESS WHEREOF, I, JODI JERICH, Executive Director of the 

Arizona Corporation Commission, have hereunto set my hand and caused the official seal 
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2015. 

Commission to be affixed at the Capitol, in the City of Phoenix, this - day of , 

JODI JERICH 

EXECUTIVE DIRECTOR 

DISSENT: 

SERVICE LIST FOR: Chaparral City Water Company 

ORIGINAL and thirteen (1 3) copies 
of the foregoing filed 
this 9th day of July, 20 15, with: 

The Arizona Corporation Commission 
Utilities Division - Docket Control 
1200 W. Washington Street 
Phoenix, Arizona 85007 

Copy of the foregoing hand-delivered 
this 9th day of July, 201 5 ,  to: 

Steven M. Olea, Director 
Utilities Division 
Arizona Corporation Commission 
1200 W. Washington Street 
Phoenix, Arizona 85007 

Dwight Nodes, Acting Chief Administrative Law Judge 
Hearing Division 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, AZ 85007 

Janice Alward, Chief Counsel 
Bridget Humphrey, Staff Attorney 
Matthew Laudone, Staff Attorney 
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Legal Division 
Arizona Corporation Commission 
1200 W. Washington Street 
Phoenix, Arizona 85007 

Copy of the foregoing mailed 
this 9th day of July, 20 15 , to 

Daniel W. Pozefsky, Chief Counsel 
Residential Utility Consumer Office 
11 10 W. Washington Street, Suite 220 
Phoenix, Arizona 85007 

Andrew J. McGuire 
David A. Pennartz 
Landon W. Loveland 
GUST ROSENFELD, PLC 
One East Washington Street, Suite 1600 
Phoenix, Arizona 85004 
Attorneys for the Town of Fountain Hills 

Lina Bellenir 
16301 East Jacklin Drive 
Fountain Hills, AZ 85268 

Gale Evans 
Patricia Huffman 
162 18 E. Palisades Blvd. 
Fountain Hills, AZ 85268 

Leigh M. Oberfeld-Berger 
16623 E. Ashbrook Drive, Unit #2 
Fountain Hills, AZ 85268 

Tracey Holland 
16224 E. Palisades Blvd. 
Fountain Hills, AZ 85268 

Leonora M. Hebenstreit 
16632 E. Ashbrook Drive, Unit A 
Fountain Hills, AZ 85268 
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WHAT IS THE REQUESTED SIB SURCHARGE? 
At the end of each year of the SIB program, a 
monthly surcharge to recover a portion of the 
costs becomes effective. Customers also receive a 
monthly efficiency credit. 

CHAPARRAL CITY 
WATER COMPANY 

2355 West Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

./? 
Printed on recycled paper 

EPCOR, SIB AND T H €  CHAPARRAL CITY 
WAT€R COMPANY 

On June 20,2014, the Arizona Corporation 
Commission (ACC) issued Decision No. 74568 
in Docket No. W-02113A-13-0118 approving the 
implementation of a five-year System Improvement 
Benefits (SIB) program to recover improvement 
costs for new hydrants, meters, valves and service 
lines in EPCOR's Chaparral water district. 

WHAT IS A SYSTEM IMPROVEMENT BENEFITS 
MECHANISM, OR SIB? 
On June 27,2013, in Decision No. 73938, the ACC 
approved the SIB mechanism - a  tool that helps 
water utilities accelerate work on critical projects, while 
keeping costs down and water flowing to  customers. 



HOW SIB HELPS US HELP OUR CUSTOMERS 
SIB makes it possible for us to  complete vital 
infrastructure work in four areas critical to  the 
distribution system - hydrants, meters, valves 
and service lines - and to maintain our mission 
of delivering safe, clean and reliable water. It 
helps us do this faster, reducing financing costs 
and speeding up construction timelines. SIB also 
protects customers: 

Smaller Rate Changes Over Time - SIB means 
smaller rate increases gradually spread over time 
as projects are completed, rather than large one- 
time increases. 

Credit Returned to Customers - Customers 
receive a SIB efficiency credit - equal t o  5% of 
the gross SIB surcharges on a customer’s bill - 
whether or not the utility sees the efficiency 
benefits in its operating costs. 

Carefully Regulated by the ACC - SIB is strictly 
regulated and EPCOR - like all utilities - is 
required to prove the infrastructure benefits t o  
the community. EPCOR is required to  file detailed 
reports at the six-month mark and a t  the end of 
each year. Once a SIB surcharge is in effect, we’re 
also required to provide an annual earnings test 
calculation to determine whether the actual rate of 
return exceeds what the ACC approved. Once the 
full SIB program is completed, we’ll be required to 
file a new rate case, including an earnings test. 

Limited in Scope - In addition to  being limited 
to  five areas critical t o  the distribution system, 
companies can recover costs for projects that 
have been reviewed and approved by the ACC. 
The SIB surcharge is limited to  5% percent of  a 
utility‘s approved annual revenue requirement. 
The ACC reviews all of the projects before and 
after the work is completed. 

Eligibility Requirements - In addition to being 
limited in scope and subject to  a thorough review 
by the ACC, all SIB-eligible projects must meet 
one of the following criteria: . . 
9 

Water loss in system exceeds 10% 

Assets remain in service beyond their useful life 

Any other engineering, operational or 
financial justification supporting replacement 
other than the company’s negligence or 
improper maintenance 

THE CHAPARRAL WATER DISTRICT SIB PROGRAM 
In the first year of the SIB program, EPCOR 
completed $1,665,554 in improvements to  the 
Chaparral water distribution system, including: . 291 service line replacements on TOTAL 

Octotillo Drive, Mustang Drive, COST 
Spotted Horse Way, Buffalo Drive, $940,654 
Garland Circle, Pinto Drive and El 
Pueblo Boulevard to  replace aging 
pipes, reducing water leaks and 
improving water pressure and flow. . 65 valve replacements on Palomino TOTAL 
Boulevard, Mustang Drive, Spotted COST 
Horse Way, Buffalo Drive, Garland $353,273 
Circle, Pinto Drive, Ocotillo Drive 
and El Pueblo Boulevard to  decrease 
ma If u n ctio n i n g va Ives, reducing 
disruption to  water service and water 
loss during main breaks. . 25 fire hydrant replacements on  
Pa lo mi no  Boulevard, Mustang 
Drive, Spotted Horse Way, Buffalo 
Drive, Sunburst Drive, Burro Drive 
and Ocotillo Drive to improve fire 
f low and response times in case 
of emergencies. . 1,631 meter replacements to  replace 
meters that are among the oldest 
in the Chaparral water district and 
rapidly declining in accuracy. 

TOTAL 
COST 

$51,556 

TOTAL 
COST 

$320,072 

Stretching nearly three miles and on the SIB 
schedule for 84 service line improvements in 2017 
and 33 valve replacements in 2018, El Pueblo 
Boulevard was on the Town of Fountain Hill‘s 
repaving schedule for 2015. Instead of  tearing up 
the road twice - inconveniencing residents and 
paying the construction costs twice - the ACC 
approved our request to adjust our schedule to  
coordinate wi th the Town‘s. 

If this work had been done in 2017 and 2018 - 
after the Town repaved the road - it could 
have cost an extra $250,000, plus as much as 
$100,000 to  fully repave the road. Instead, it 
cost just $6,000 to  shift these replacements to  
2015 - coordinating with the Town’s schedule 
and saving money for our customers. 
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Chaparral Citv Water Company 
(Name of Company) 

2nd Revised SHEET NO. TOC-1 . 
Caiicelling 1'' Revised SHEET NO. TOC-1 . 

ALL SERVICE AREAS 

TABLE OF CONTENTS I 
SHEET NO. 

PART ONE - STATEMENT OF CHARGES ....................................................................... 1 

I. RATES ...................................................................................... .......... 1 

A. General Residential, Commercial 

B. Irrigation Service ....................................... ................. ............................ 2 
.................... 

................................ 
E. Terms and Conditions.. ................... 

.............. 

................................. 4 
111. ADDITIONAL CH .............................. 5 

................................... ..5 

...................................................... 5 

...................................................... 5 

................... .......................................................................... 5 
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ChaDarral City Water Company 
(Name of Company) 

Original SHEETNO. 3.3 . 

W-02113A-13-0118 
ALL SERVICE AREAS 

PART ONE, SECTION I (Cont.) 

SIB - SYSTEM IMPROVEMENT BENEFIT SURCHARGE 

Availability 
In addition to the schedule of charges in Schedules 
your bill as follows. 

e SIB surcharge will be added to 

e Commission the proposed annual SIB surcharge for the 
ntain all documentation to support the proposed 

be calculated based on the historic system improvements of the 
us twelve months. 

The SIB surcharge will appear on each applicable customer bill as a separate charge 
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